AMENDED IN ASSEMBLY APRIL 17, 2002

CALIFORNIA LEGISLATURE—2001-02 REGULAR SESSION

ASSEMBLY BILL No. 2422

Introduced by Assembly Member Richman

February 21, 2002

An act to-amend-Seection1378-ofandte-add-Seetions13748-3:-1378 .4,
and add Sectiorll378.5 tethe Health and Safety Code, relating to
health care service plans.

LEGISLATIVE COUNSELS DIGEST

AB 2422, as amended, Richman. Health care service plans:
administrative costs.

Under existing law, the Knox-Keene Health Care Service Plan Act
of 1975, health care service plans are regulated by the Department of
Managed Health Care. Existing law prohibits a health care s@taice
from spending, in any fiscal year, an excessive amount of the aggregate
dues, fees, and other periodic payments received for providing health
care services to prescribers or enrollees on administrative €osts.
violation of the act is a crime.

This bill-weuld-define-the-term—administrative-costs—ane-would

bilhe
would require that all marketlng and promotlonal materials of a full
service health care service plan disclose as an indicator the percentage
of premiums spent on patient care, using specified standardized
language.
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sting I olati : - ” ene
Health-Care-Service Plan-AetofH-1945a-erime.

By imposing new-reperting-and-diselosuaguirements on health
care service plans, the bill wowld-expand-the-secope-otthate a new

crime, and-thus-weuldmpose a state-mandated local program.

The California Constitution requires the state to reimburse local
agencies and school districts for certain costs mandated by the state.
Statutory provisions establish procedures for making that
reimbursement.

This bill would provide that neeimbursement is required by this act
for a specified reason.

Vote: majority. Appropriation: no. Fiscal committee: vyes.
State-mandated local program: yes.

The people of the State of California do enact as follows:
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SEC4—

SECTION 1. Section 1378.5 is added to the Health and Safety
Code, to read:

1378.5. (a) All marketing and promotional materials of a full
service health care service plan shall disclose as an indicator
“Percentage of Premiums Spent on Patient Care,” using
standardized language.

(b) The “Percentage of Premiums Spent on Patient Care”
indicator shall be 100 minus the sum of administrative costs and
net-teemeprofit.

(c) The standardized language required by subdivision (a) shall
be as follows: “This medical plan spends__ percent of
premiums on patient-eare—an-ameount-that—{dees/deesnot)
meetthereasenable—andrecessary-Standard-established by state
law= care.” This language shall be prominently displayed in a
box, using the same font, type size, and shading used most
frequently in the promotional or marketing materials.

(d) For purposes of this section, the following definitions shall
apply:

(1) “Administrative costs” shall have the same meaning as in
Section 1300.78 of Title 28 of the California Code of Regulations.
(2) “Net profit” shall have the same meaning as in Section

1300.78 of Title 28 of the California Code of Regulations.

SEC. 5. No reimbursement is required by this act pursuant to
Section 6 of Article XIII B of the California Constitution because
the only costs that may be incurred by a local agency or school
district will be incurred because this act creates a new crime or
infraction, eliminates a crime or infraction, or changes the penalty
for a crime or infraction, within the meaning of Section 17556 of
the Government Code, or changes the definition of a crime within
the meaning of Section 6 of Article XIII B of the California
Constitution.
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